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INTERIOR, DEPARTMENT OF
Interior Secretary James Watt recently dedicated a new automated accounting
system which will enable the Federal Government to improve upon the collec
tion and distribution of royalties of over $4 billion from more than 17,000
producing federal and Indian mineral leases, according to a Department of
Interior news release. "This represents the turning point, the first major
milestone in this Administration's effort to make the collection, accounting
and distribution of Federal and Indian royalties a m o d e m and efficient
business-like process," Watt said during the ceremony at the Royalty
Management Accounting Center at Lakewood, CO. "This system will enable us
to be better stewards of the resource revenues and to better serve as good
neighbors to the States and tribes that rely upon us to collect and dis
tribute royalties." Watt noted that the Administration's drive to improve
royalty management already has resulted in the past 15 months in the collec
tion of nearly $60 million in unpaid or underpaid royalties. The equipment
dedicated today will further improve accounting by automatically identifying
all late or unpaid royalties, calculating and billing late payments. The
system will automatically edit to assure that the data coming into the
system is correct and that the value upon which the royalty has been cal
culated is the proper value for the mineral being produced. Watt said
that royalty accounting was one of the first major issues he had to tackle
after becoming Secretary of the Interior two years ago. To improve royalty
collection procedures, Watt appointed a special Commission on Fiscal Ac
countability of the Nation’s Energy Resources, chaired by David Linowes, CPA,
which made recommendations in January 1982. Watt said that better than twothirds of the commission's recommendations have been implemented in whole or
part in the year since the commission report.
SECURITIES AND EXCHANGE COMMISSION
A hearing on SEC authorization requests for FY 1984-86 and legislation requested
by the SBC to facilitate some of its activities was held by an Energy and
Commerce Subcommittee on 2/15/83. The Telecommunications, Consumer Protec
tion and Finance Subcommittee, under the chairmanship of Rep. Timothy E. Wirth
(D-CO), convened the hearing to consider the SEC authorization request and
miscellaneous legislation; whether the SEC needed additional legislative
"tools" to help with its role of investor protection and market surveillance;
and, general oversight of the SEC. From the outset, Chairman Wirth stated
that he did not believe the Administration’s 1984 SEC budget request of
$91,935,000 was adequate. This request, according to the SEC, would result
in 125 fewer permanent positions, including 32 in enforcement, 27 in dis
closure, and 18 in market regulation. The 95-page statement of SEC Chairman
John S.R. Shad to the Subcommittee contained an overview of fiscal 1982
results and certain ongoing efforts. He repeated the results of SEC 1982
activity, most of which were records or were at the highest levels in several
years (see the 2/14/83 Wash. Rpt.). His statement also contained detailed
discussions of numerous SEC programs including enforcement and accounting
matters. In this accounting section, Chairman Shad summarizes SEC activities
and discusses: oversight of the accounting profession; SEC practice section
and peer review; significant financial reporting issues; accounting related
rules and interpretations; SAB’s 49 and 49A; sunset review; Regulation S-X;
and, scope of services by independent accountants. The Subcommittee continued
its focus on the Administration's 1984 SEC budget request, with Members
questioning the adequacy of the request. At one point, Chairman Wirth stated:
"We are interested in wh a t you want not what David Stockman (Office of Manage
ment and Budget) wants." The SEC’s authorization request for 1984 is for

-2$99,086,000, an amount in excess of the budget request. This request, as
distinct from the budget request, is in the nature of a contingency. The funds
requested in this authorization would be required by the SBC in the event
Congress passes amendments to the Glass-Steagall Act and if the President or
Congress decides to allow federal workers a pay raise in October 1983.
TREASURY, DEPARTMENT OF
The Treasury Department announced recently that it will support legislation to
avoid any adverse tax consequences to farmers who participate in the Payment
in Kind (P1K) program. This legislation will treat farmers who receive
commodities for diverting acreage from agricultural use under the PIK program
as if they had grown the commodities themselves. Under current law, the
farmer would realize gross income in the amount of the fair market value of
the commodities received under the PIK program at the time they are made
available to the farmer. The fanner would take a tax basis in the commodities
equal to the amount included in income. Under the legislation, which the
Administration supports, the commodities received by the farmer will be
excluded from gross income and will have a zero basis from income tax purposes.
Thus, the farmer will realize income only at the time he sells the commodities.
Further, for purposes of the special farm estate tax valuation rules, the
farmer will be treated as if he had actually produced the commodities on the
acreage diverted from agricultural use under the PIK program. Agriculture
Department officials said the legislation is needed for an effective PIK
program. The deadline for farmers to sign up for the program is 3/11/83.
Congress will be asked to act quickly on the legislation so that farmers
are aware of the tax status prior to the sign-up dealine. For additional
information contact Charles Powers at 202/566-5252.
In light of a 1982 district court decision holding that "26 U.S.C. Sections
4986 to 4998 inclusive, Title 1 of the Crude Oil Windfall Profit Tax Act"
are unconstitutional, the IRS recently issued an explanation of how taxpayers
should file for refunds of this tax. Although the ruling has been appealed
to the U.S. Supreme Court, the IRS has outlined possible filing requirements
which may be significant to taxpayers who may or may not have filed Form 720,
Quarterly Federal Excise Tax Return, for amounts due under the Windfall Profit
Tax. The IRS News Release IR-83-26 describes various situations, but the most
critical is one which falls under the principals of Revenue Ruling 60-58,
where generally producers subject to withholding that were not required to
file returns (Form 720) would be required to file claims for refunds by
5/31/83 for oil removed in calendar quarter ending 3/31/80. Claims based
solely on the constitutional issue will be held in abeyance panding the
Supreme Court’s decision, and should be filed on Form 843. For additional
informatoin contact the IRS at 202/566-4024.

SPECIAL:

SENATE SUBCOMMITTEE WILL HOLD HEARING ON LEGISLATION TO AMEND FOREIGN
CORRUPT PRACTICES ACT

A hearing on recently introduced legislation to amend the Foreign Corrupt
Practices Act of 1977 has been scheduled for 2/24/83, by the Senate Banking
Subcommittee on International Finance and Monetary Policy. The legislation,
S.414, was introduced by the Subcommittee's chairman Senator John Heinz (R-PA)
earlier this month (see the Wash. Rpt. of 2/14/83). The proposed Business
Accounting and Foreign Trade Simplification Act is identical to a measure that
passed the Senate last year, S.708. Witnesses are expected to include re
presentatives from the Reagan Administration, business and the Securities
and Exchange Commission.
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SPECIAL:

BILL TO REPEAL WITHHOLDING ON INTEREST AND DIVIDENDS REPORTED TO HAVE
226 CO-SPONSORS

H.R. 500, a bill to repeal the withholding on interest and dividend sections of
the Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA), has 226
co-sponsors according to the office of the bill’s author, Rep. Norman D ’Amours
(D-NH). Rep. D' Amours introduced his bill on 1/6/83, and according to some
estimates, joins as many as 80 similar bills for repeal. The withholding
tax is scheduled to take effect on 7/1/83. In a recent press release, Rep.
D ’Amours said "the withholding plan will negatively affect consumers in two
ways. First, consumers with savings accounts and other interest-bearing
accounts will lose $1.5 billion per year on funds that would be earning
compound interest if the Internal Revenue Service was not removing 10 per
cent of their interest from their accounts. In addition, banks and businesses
will have to spend more than $1 billion per year to comply with the new law
and they will pass this added cost on to consumers through lower interest
rates on savings and higher service charges.” Supporters of H.R. 500 note
that under the rules of the House of Representatives, only 218 Members need
sign a petition to have the full House consider a bill in the event considera
tion is delayed by any House Committees. In theory, all 226 co-sponsors
would be willing to sign such a petition if necessary. This bill has been
referred to the House Ways and Means Committee, but no action is currently
scheduled.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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